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It’s actually easy to save money—when you buy 
Series E Savings Bonds through the automatic 
Payroil Savings Plan where you work! You just 
sign an application at your pay office; after that 
your saving is done for you. The Bonds you re- 
ceive will pay you interest at the rate of 3% per 
year, compounded semiannually, when held to 
maturity. And after maturity they go on earning 
10 years more. Join the Plan today. Or invest in 
Bonds regularly where you bank. 


The U.S. Government does not pay for this advertisement. It is donated by this publication in cooperation with the 


Advertising Council and the Magazine Publishers of America. 


The man who named 
Tombstone, Arizona 





Tue SURPRISED government scout from 
Camp Huachuca reined his horse to a stop 
at the sight of Ed Schieffelin. And when 
Schieffelin admitted he was actually living 
and prospecting in Apache country, the 
scout warned him, “All you'll ever find’ll be 
your tombstone.” 


But Schieffelin didn’t scare easy. When 
he struck a silver lode in the desolate, dan- 
gerous hills of Arizona Territory, he called 
his first mine “Tombstone.” And, unknow- 
ingly, he gave a name to a borning, brawling 
community soon to be notorious as one of 
frontier America’s tough towns. 


The Tombstone mine itself never amount- 
ed to anything. But Schieffelin just kept on 
prospecting — and within a few years, he 
turned out to be a millionaire. The hills he 
had risked his life in were practically made 
of silver. 

Today’s Ed Schieffelins are hunting ura- 
nium ore with Geiger counters, but their 
spirit is the same. And it is only part of the 
spirit of 165 million Americans who stand 
behind U. S. Series E Savings Bonds—who, 
by being the people they are, make these 
Bonds one of the finest investments in the 
entire world, 

And, for an American, the very finest in- 
vestment. Why not help your country —and, 
very importantly, yourself, by buying Bonds 
regularly? And hold on to them! 


Sale as America— US. Savings Bonds 
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HOLDING COMPANY LAW 


To the Editor: 

The banking fraternity of our country 
owes a genuine debt of gratitude to Ben 
DuBois, secretary of the Independent Bank- 
ers Association, and Harry Harding, secre- 
tary of the Independent Bankers Associa- 
tion of the Twelfth Federal Reserve Dis- 
trict. : 

Their unceasing efforts over a period of 
many years, and particularly in the past 
year, brought about the successful con- 
clusion to bank holding-company legisla- 
tion, including the Douglas amendment. 
Without their leadership and persistence, 
enactment of this legislation would not 
have become a reality. 

We are in a large measure indebted to 
the members of the United States Senate 
and the House of Representatives. With- 
out their alertness to this pressing problem, 
the efforts of all would have been for 
naught. 

History will record this development as 
a forward step in the development of the 
independent banking system. 


0. K. JOHNSON 


President, Whitefish Bay State Bank 
Whitefish Bay, Wis. 


* 


Ben DuBois, Secretary 
Independent Bankers Association 
Sauk Centre, Minn. 

Dear Ben: 

I have wanted things to settle down a 
little before expressing my congratulations 
and deep satisfaction over the great victory 
we which has been won. 
Surely everyone who 
had any part in it 
must be deriving an 
enormous amount of 
satisfaction from the 
knowledge that a 
battle well fought 
is never lost so long 
as there is one fight- 
er left on the firing 
line. 

My guess would 
be that in these past 
several years I spoke on your aims before 
audiences in every state. Newspapers, radio 
and television stations have given me so 
much space and time to publicize the dan- 
gerous trend in banking that I have a feel- 
ing of indebtedness that is difficult to ex- 
plain. I know that you and your associates 





MR. WIMMER 


Page Two 


must feel the same way. 

Now, we must get small bankers to real- 
ize the debt they owe to Congress, in the 
way of being better bankers and better 
servants in their community. They not only 


Cover Photo 








At the mere mention of “safe 
deposit box,’’ most people have a 
mental image of a stuffy place de- 
voted exclusively to coupon clip- 
ping. 

To promote more widespread 
use of this type of repository, the 
Merchandise National Bank of Chi- 
cago staged a “Safe Deposit Box 
Week.” A “burglar” who mixed 
with the customers wore on his 
back the same sign seen in the 
photo, to the effect, “If Everybody 
Had a Safe Deposit Box, I’d be out 
of Business.” 

in this photo, a trio of attractive 
girls demonstrates how handily 
one can place money, jewelry and 
valuable papers in safe deposit 
boxes. The stunt boosted sale of 
such boxes 1600 per cent, the bank 
says. 

Oh yes, let's identify the gals. 
From left to right: Jeaneen Van 
Meter, Maxine Lee and Rita Car- 
lisle. The glum looking “burglar” 
is Roy Nelson Jr. of the bank’s 
staff. 





need to modernize their facilities but they 
must modernize their thinking to meet the 
growing threat to ALL small business. This 
is no time to just sit back and say, “We 
showed those holding companies where to 
get off.” 

Everywhere I go today, small business- 
men tell me their local bankers are not in- 
terested in their problems, and I am afraid 
there is a lot of ground for such feeling. 
Can this be improved? I think so, and 
now is the time to do it. 


ED WIMMER 


Vice President 

National Federation of 
Independent Business 

Cincinnati, Ohio 


Bill Kirchner 
Assistant Secretary 
Independent Bankers Association 


Dear Bill: 


It must be very gratifying to both Ben 
DuBois and yourself to see the holding 
company bill become law. While I think 
it is generally admitted that some of the 
desirable features were omitted from the 
bill as it was finally passed, I think we 
have made a great step in the right direc- 
tion, and those who worked so untiringly 
in getting this legislation passed deserve a 
lot of credit. 

I am pleased that negotiations for pur- 
chase of THE INDEPENDENT BANKER 
have been completed and that the maga- 
zine henceforth will be supervised by the 


association. 
E. Z. ELLEMAN 
President, © 
The Second National Bank 
of Richmond 


Richmond, Indiana 


* * * 


SAVINGS & LOANS 


Dear Bill: 

We have been reading with great interest 
the address of L. Shirley Tark at the In- 
dependent Bankers Association. convention 
at New Orleans, in regard to savings and 
loan associations. 

It certainly was a revelation to see how 
they operate, taxwise and otherwise. I be- 
lieve if all the bankers could be aroused, 
something could be done about this tax 
situation. 

You can send us 1,000 of those folders 
telling of the difference between the insur- 
ance on bank deposits and on the money 
people put in savings and loan associations. 
We intend to send out the folders with our 
monthly statements. 

I had one experience I want to tell you 
about. One of our local merchants had a 
good sized amount in savings with us. 
Some time ago he was around and said he 
could get 3 per cent from a savings and 
loan association, saying they also were 
insured. 

I then explained to him the difference in 
the two insurance funds and he said he 
intended to leave his account with us. 

I believe that once people understand 
the difference in the two plans they will 
not be so anxious to shift their funds. 


A. J. BORGERDING 
Cashier, 
North American State Bank 
Belgrade, Minnesota 
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CHARTER FIGHT 


Chain's Move in Milwaukee 
Brings Monopoly’ Charge 


One of the first results of the new 
bank holding company law was to 
slow the move of Wisconsin Bank- 
shares Corp. for further domination 
of the banking field in Milwaukee, 
Wisconsin. 

Wisconsin Bankshares, parent firm 
of the First Wisconsin National Bank, 
has applied to the United States 
comptroller of the currency for three 
more national bank charters. The 
corporation proposes to operate the 
banks in three new shopping centers. 
One of the centers already is in busi- 
ness; the second is to be opened soon 
and construction has not yet started 
on the third. 

The shopping center soon to be 
opened is known as Capitol Court. 
Long before Wisconsin Bankshares 
announced it was seeking a national 
bank charter for that location, the 
Teutonia Bank of Milwaukee, a state 
chartered institution and longtime 
member of the Independent Bankers 
Association, had said it would leave 


ieee Ey ia sn es 


JUST ACROSS the street from the new Capitol Court shop- 
ping center in Milwaukee, Wisconsin, the Teutonia Bank 
plans to erect a new building along the lines of the archi- 
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its old location and move into the 
Capitol Court area. 

Also preceding the Wisconsin 
Bankshares announcement was the 
Wisconsin commissioner of banking’s 
word to Teutonia officials that he 
would have no objection to the trans- 
fer of operations into the Capitol 
Court area. 

Gregory B. Schaefer, president of 
the Teutonia bank, has indicated the 
bankshares’ move will have no effect 
on his bank’s decision to erect a new 
building and move into the Capitol 
Court shopping center area. 


New Factors Cited 

At the time Wisconsin Bankshares 
applied for the new charters, only the 
approval of the comptroller of the 
currency was necessary to obtain a 
new national bank charter. But under 
the new law, the board of governors 
of the Federal Reserve Board also 
must approve. The FRB must con- 
sider these factors: 

@ Financial history and condition 


si 


in banking facilities would 
would be in the neighborhood of $400,000. 


of the bank holding company, quality 
of management and its prospects. 

@ Convenience, needs and welfare 
of the communities and the area con- 
cerned. 

@ Whether the effect of an acquisi- , 
tion, merger or consolidation would 
be to expand the size or extent of the 
bank holding company involved be- 
yond limits consistent with adequate 
and sound banking. 

@ What effect the acquisition 
would have on preservation of com- 
petition in the field of banking. 

The office of Comptroller Ray M. 
Gidney has received a number of let- 
ters opposing the application of Wis- 
consin Bankshares for three more 
charters. The corporation, in addi- 
tion to its Milwaukee holdings, has 
banks in Madison, Fond du Lac, Eau 
Claire and Oshkosh, Wisconsin. 


Bank Executives Object 
Probably the most potent opposi- 
tion came from the Bank Executives’ 
Club of Milwaukee County, whose 





tect’s sketch shown above. Ample parking space and drive- 


be provided. Total investment 
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‘MONOPOLY’ 


(Continued from page 3) 








membership includes 22 of the 28 
banks in Milwaukee County. The club 
pointed to the 48.8 per cent of de- 
posits controlled by First Wisconsin 
banks and averred the situation was 
monopolistic. 

Monopoly charges also came from 
presidents of Milwaukee’s two largest 
independent banks, Albert S. Pue- 
licher of the Marshall & Ilsley and 
Eliot G. Fitch of the Marine National 
and Exchange Bank. Both have bven 
leaders in a move for relaxation of 
Wisconsin’s curbs on branch bank- 
ing. 

In answer to the monopoly charges, 
William G. Brumder, president of the 
Wisconsin Bankshares and First Wis- 
consin, issued a long statement at- 
tempting to prove that the position 
of Wisconsin Bankshares banks did 
not fulfill the dictionary definition of 
“monopoly.” 

In a statement on the Teutonia 
Bank’s position, Mr. Schaefer said 
that negotiations to move from a de- 
clining section of Milwaukee to the 
Capitol Court area had been initiated 
many months ago. He declared: 
“Land was purchased at considerable 
cost immediately across the street 
from the Capitol Court shopping cen- 
ter and additional money has been 
expended for surveys, studies, archi- 
tect fees and other incidental items. 





Threat to State, 
Banker Fears 


The move of Wisconsin Bank- 
shares Corp. to expand into the 
suburban shopping area of May- 
fair, near Milwaukee, Wisconsin, 
is more than a local problem. 

This is the opinion of Henry 
F. Furlong, chairman of the 
board of the First National Bank 
of Wauwatosa, a Milwaukee sub- 
urb, Said Mr. Furlong: 

“This is the first time the cor- 
poration ever jumped the corpo- 
rate limits of Milwaukee. What 
is to stop it from doing the same 
thing in every town of Wiscon- 
sin?” 
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FIRST WISCONSIN'S DEPOSIT 
MARK TOPS IN NATION 


Ix what metropolitan center does one bank control the highest percentage of 


deposits? 


The answer is not New York, Chicago or Los Angeles but Milwaukee, Wis- 
consin, where the First Wisconsin National Bank has 48.8 per cent of the 


deposits. 


First Wisconsin has achieved this percentage with 13 branch offices; a much 
smaller number than some of the other banks which dominate the field in large 
areas. Examples: In Pittsburgh, Pennsylvania, Mellon National Bank and Trust 
Co. controls 46.1 per cent of the deposits and has 50 branches; in Detroit, 
Michigan, the National Bank of Detroit has 45.7 per cent of the deposits and 
45 offices; in Cleveland, Ohio, Cleveland Trust has 43 per cent of the deposits 


and 63 branches. 





‘No Need for Two’ 


“There is definitely no need for 
two banks located across the street 
from each other in an outlying area 
of Milwaukee. The two banks would 
be competing for the same deposits, 
and our studies and surveys reveal 
that there will not be enough bank- 
ing business in the area to support 
two banks. 

“Such a situation would jeopardize 
the deposits and business of both 
banks and would create an economi- 
cally unsound condition for both 
banks. 

“Since our bank’s application and 
the commissioner’s subsequent ap- 
proval preceded the application sub- 
mitted by Wisconsin Bankshares to 
locate in the Capitol Court area, we 
should be given the sole right to lo- 
cate there and the application by 


Wisconsin Bankshares should be vig- 
orously opposed and rejected by the 
proper authorities.” 

The Teutonia Bank had assets of 
$25,515,000 at the end of last year. 
The institution has had a remarkable 
growth during the past 15 years. As- 
sets in 1940 totaled only $3,370,000. 

The president of the Bank Execu- 
tives’ Club said his group was not 
opposed to organization of new banks 
by independent groups. A. W. Bick- 
ler, who is executive vice president 
of Milwaukee’s American State Bank, 
said, “It is the feeling that permitting 
Wisconsin Bankshares to organize 
additional banks would extend its 
monopoly position.” 

Joseph E. Roche, president of the 
Milwaukee County Bank of West Al- 
lis, said there would have’ been no 
objection to applications of different 
individual groups. 








HERE’S THE TEUTONIA bank in Milwaukee, Wisconsin, as it looks today. The 


structure, located in an older business neighborhood, was erected in 1926 


THE INDEPENDENT BANKER 


EDITOR SAYS: 


‘Branches Are No Stronger 
Than Independent Units 


Advocates of branch banking are 
fond of saying that this system is in- 
herently stronger than unit banking. 
Just how valid is this claim? 

It has no validity whatsoever, ac- 
cording to Clinton B. Axford of New 
York City, editor of the American 
Banker. In an address to a group of 
independent bankers in New York 
State, Mr. Axford commented: 

“One of the curious myths of bank- 
ing is that branch banking is inher- 
ently stronger than unit banking. This 
is not so. Management can be good 
in small banks and good in big banks 
and chains. Or it can be bad.” 

In his talk, Mr. Axford traced the 
history of various bank holding com- 
panies across the nation and recalled 
their experiences during the 1920s 
and 1930s. “Some of them failed,” 
he observed, “and in their failures 
pulled down scores of independent 
banks in their territory. 

“Right then and there, we had 
proved for us that big banks with 
chains of satellite banks were no bet- 
ter than little banks, and that when 
a big bank collapsed, it was far more 
an economic problem for the nation 
than when a small bank was forced to 
close its doors. 

“As a matter of fact, it was the col- 
lapse of a chain of banks in Nevada 
which brought our first ‘banking holi- 
day’ in Nevada in November, 1932. 


‘Trigger’ for RFC 


“It was the difficulties of a big 
branch bank in California which 
brought about the organization of the 
Reconstruction Finance Corp. in Feb- 
ruary, 1932. It was the collapse of 
the two big Detroit branch and hold- 
ing company chains in February, 
1933, that brought about the national 
bank holiday together with the clos- 
ing of the Federal Reserve banks and 
the situation in which the United 
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States treasury slipped off the gold 
standard for our currency. 

“The banking textbooks do not tell 
of the failure of the Standard Bank 
of Canada, and how the Canadian 
government came to its aid in a shot- 
gun merger with another Canadian 
bank. 

“They do not tell how a bank fail- 
ure in London in 1931, and the steady 
deterioration of the position of the 
big British branch banking systems 
brought the British government to a 
point where it had to choose between 


bank closures and going off the gold 
standard. 

“However, astute students of eco- 
nomics and banking know that going 
off the gold standard shifts the pres- 
sure of deflation from a nation’s 
banking ‘to its currency, and thus 
opens the way for currency depreci- 
ation and inflation—and in an infla-’ 
tion economy, banks can stay open 
and appear to thrive, while the sav- 
ings of the people, their life insurance, 
their bonds and their savings accounts 
are subtly robbed of purchasing pow- 








ATTENDING THE FIRST meeting of the Inde 





nt Bankers Association Bank 


Management Committee at the Sherman Hotel in Chicago were (seated, left to 


right): Clarence Pregler, president of the First National Bank, 


klaho- 


ma; Chairman Reed Albig, —— of the National Bank of McKeesport, McKees- 
i 


port, Pennsylvania, and Wi 


Georgia. 


Standing, from left, are Arthur 


am Clary Jr., president of the Bank of Toccoa, Toccoa, 


president of the Northwestern 


State Bank, Cumberland, Wisconsin; Bill Kirchner, assistant secretary of the 
Independent Bankers Association, Sauk Centre, ; Howard Burdick, 
president of the Security National Bank, Columbus, Nebraska, and George Senn, 
president of the Evans National Bank of Angola, Angola, New York. Committee 
members not shown are George Lockhard, president of the Bank of West Frank- 
fort, West Frankfort, Kentucky, and W: Gregory, president, the Easton- 
Taylor Trust Co. of St. Louis, Missouri. The committee’s role is to recommend 
a program for preparing bank personnel for management responsibilities. 
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The West Coast 


Old Republic 


Life Insurance Company 


Here ended the trails of swashbuckling Spanish dons 
and dogged pioneers. Here descendants of many na- 
tions dream again...and make their dreams come 
true. This is an enchanted land of picturesque shore- 
lines and snow-capped mountains...mammoth for- 
ests, fertile valleys, flowers and barren desert...cos- 
mopolitan cities and isolated ranches. It is a land of 
glamor and plain hard work—at once a playground 
and a challenge. 
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The challenge of this land welds families, homes, 
financial institutions into a working whole. Here, 
as in all America, both instalment credit institutions 
and their customers benefit from Old Republic’s com- 
plete line of credit life, accident and sickness insur- 
ance. A phone call, wire or letter will bring the man 
from Old Republic with details. Address Old Republic 
Life Insurance Company, 307 North Michigan Ave- 
nue, Chicago 1, Illinois. 
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STRENGTH OF INDEPENDENTS 


(Continued from page 5) 








er by rising, inflated prices. 

“Suffice it to say that the American 
abandonment of the gold standard in 
1933-’34 was triggered by the col- 
lapse of the big banks and led by 
some of our banking chains. When 
big banks get into trouble, they in- 
volve the entire nation, its credit and 
its currency. Small wonder then that 
the concentration of banking power is 
jealously watched by governments. 


Trouble for Chains 


“The decade from 1923 to 1933 
was marked by chain banking trou- 
bles, even as it was marked by small 
bank closings. We had the Witham 
chain and 126 banks close in Georgia 
and nearby states as early as 1926. 
Big banks linked with chain opera- 
tions which closed in the 1930-33 
period had deposits of over 2 million 
dollars and more than 500 branches. 

“But you may say, many chains 
survived. Yes. They did. Some of 
them with the help of money bor- 
rowed from a consortium of big in- 
dependent banks in New York and 
Chicago. Some of them with loans 
from the Reconstruction Finance 
Corp., some of them by reason of the 
fact that they had banker manage- 
ments and not promoter managements. 

“We have over 14,000 banks in the 
nation today. Probably 13,500 are 
independent locally owned and oper- 
ated unit banks, going back to before 
the 1920s. 

“You can point to these 13,500 in- 
dependent banks as pillars of strength 
in their communities equal to the best 
of the biggest banks or of the chain 
or branch banks. 

Each of these 13,500 banks sur- 
vived prosperity and deflation during 
the 1920s and the 1930s; most of 
them lived through the depressions 
and panics of the generation prior to 
1908. Before the judges of economic 
history, you, the independent unit 
bankers of America, are entitled to 
be heard and respected. You need 
yield to no man in your reputation 
for strength, soundness, stability and 
service to your communities through 
fair economic weather and foul. 

“Too often, in reviewing the his- 
tory of the 1920s, the number of 
small bank failures is all that we 
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heard about. The fact that the era had 
its big bank closings, its branch bank 
failures and its holding company 
chain system collapses, culminating 
in the ‘bank holiday’ of March 4, 
1933, is usually ignored or forgotten. 

“Do we need to be reminded that 
in the week previous to March 4, 
1933, huge numbers of withdrawals 
from big banks in New York and 
Chicago, and in practically every 
other city, had virtually exhausted 
the seasoned currency supplies of the 
Federal Reserve Bank, and that emer- 
gency currency printings by the Bu- 
reau of Engraving were being rushed 
by plane to the big bank centers to 
meet the withdrawal pressure? 

“No, it was not small bank troubles 
which led to the bank holiday, the 
abandonment of the gold standard, 
the devaluation of the dollar and the 
inflationary deficit financing after 
1932, but the troubles that beset the 
nation’s big cities and their banks. 

“No one can know today where the 
pressures will be when the next eco- 
nomic hurricane sweeps across the 
nation’s banking structure, or with 
what economic weapons it will be 
met. 

“No one knows whether once again 
the banking authorities will be will- 
ing to sacrifice the smaller banks on 
the altar of local readjustment, but 
rush to the aid of the big banks with 
currency and credit. 

“No one knows whether the FDIC 
will be able to meet the test of a situa- 
tion in which smaller banks are virtu- 


ally 100 per cent insured, while large 
banks are only partially insured, since 
their deposits are covered by the 


FDIC only up to $10,000.” 


‘Cyclical Pressure’ 


The pressure for more branch banks 
is a cyclical one, Mr. Axford said. 
“Tt grows with every boom, subsides 
in every slump,” he noted. 


Mr. Axford added, “In this buoy- 
ant economy, the bank expansionist 
has his hey-day. He finds capital easi- 
ly available for expanding his bank 
purchases. He finds credit-granting 
and loans easy to make in increasing 
volume, and the more loans that are 
made, the easier collections become. 


_ He operates in an air of enthusiasm 


which wins friends and influences 
people. 

“Thus the pressure for branch bank- 
ing and holding company expansion 
in all parts of the United States will 
be operating in a most favorable en- 
vironment during the next few years. 


“Unit banking will be faced with 
its greatest challenge.” 

The state front is just as important 
as the national in the struggle to re- 
tain the traditional pattern of home 
rule in bank operation, Mr. Axford 
emphasized. He said: 


“We have seen how true this is in 
many states. Because independent 
bankers in California, Washington, 
Oregon and a number of states re- 
mained asleep too long, branch bank- ’ 
ing is strongly entrenched in those 
states, and even formerly independent 
big banks and banks in big cities 
have been reduced to branches of the 
major metropolitan centers like San 





BANK TOTAL DROPS, NUMBER 
OF BRANCHES UP IN 1955 


A decline in the number of banks operating during 1955 and an increase in 
the number of branch offices was noted in the latest edition of the Rand McNally 


International Bankers’ Directory. 


As of last Dec. 31, there were 14,345 banks in the United States, Alaska and 
Hawaii, a drop of 116 from the same date of the previous year. During the 
same period, the number of branches rose from 6,807 to 7,508. 

Combined resources of the surviving banks showed an increase over the 
previous year: 252 billion dollars, compared to 234.1 a year earlier. 

During the year there were 67 new banks established, 18 changes of title, 
13 changes of title due to mergers, four banks discontinued and 140 discontinu- 


ed due to mergers. 


_ There were 425 new branch offices established and 19 discontinued. 
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Despite Low Crop Prices, 
Farmland Value Hits Peak 


Despite falling crop prices and farm 
incomes, farm land values are at their 
highest level, according to the United 


States Department of Agriculture. 
Testimony on this paradoxical situ- 
ation was given recently to the House 
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Francisco, Los Angeles, Portland and 
Seattle. 

“California has 147 banks, 1,192 
branches; Oregon, 40 banks, 149 
branches; Washington, 104 banks, 
213 branches. 

“Gradually we have seen the same 
pattern spread across New Mexico, 
Arizona, Utah, Nevada, Idaho and so 
on in other states where we can sim- 
ply say, ‘Unit bankers slept here.’ 

“But we also have seen the line 
against branch banking and holding 
company expansion held in Texas, 
Colorado, Missouri, Tennessee, Okla- 
homa, Illinois, New Hampshire and 
certain other states in recent years. 

“In a number of other jurisdictions 
we have only countywide branch 
banking as yet, but in Pennsylvania 
in the past five years we have seen 
countywide branch banking break out 
into inter-county branching. 

“The trend has not always been in 
favor of the branch bank builder. 
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Since the depression years, when no- 
body wanted to add any branches, 
we have seen unit bankers stop branch 
bank expansion moves in the legisla- 
tures of such states as Tennessee, New 
Hampshire, Virginia and Georgia, 
and in the past several months in 
Florida and Wisconsin. 

“In Texas and Illinois, both non- 
branch states, the state outlawed hold- 
ing company banking as an unlawful 
device for bypassing the laws against 
branch banking. 

“In each case, the awakened inde- 
pendent banking sentiment found a 
sympathetic response from the state 
legislators and officials. They do not 
want to see the banking and credit 
powers of their states concentrated in 
a few big city banks any more than 
unit bankers do. 

“But the branch and holding com- 
pany proponents are powerful. They 
may relax, or subside in depressions, 
but they never go to sleep for good. 





of Representatives Banking Commit- 
tee in Washington by True D. Morse, 
undersecretary of agriculture. Morse’s 
mission before the committee was to 
seek another two billion dollars for 
the government’s price support pro- 
gram. He cited the price of farm real 
estate to back his assertion that 
“farmers all over the country look 
to the future with confidence.” 

Net income of farmers has drop- 
ped sharply in the past few years. In 
the midwest, for example, net income 
of farmers has dropped one-third 
since 1952. Despite this, says the 
USDA, the value of farm real estate 
has climbed steadily. The index of 
value rose from 103 to 137 in the 
period from March, 1950, to Novem- 
ber, 1955, with the 1947-49 mark 
used as a level of 100. 

Why does the value of farm real 
estate continue to climb despite the 
apparently gloomy farm picture? An- 
swers have been given to this ques- 
tion by the 6,500 local bankers, farm 
real estate dealers, lawyers, abstrac- 
tors, county officials and others who 
act as reporters for the USDA. 

Chief reason for the continuing 
demand for farms at higher prices, 
say these men, is that farm land still 
is viewed by many as a safe and 
desirable investment. This view is 
shared, they say, by farmers and non- 
farmers alike. City folk, they say, 
with a basic faith in the land, still 
buy farm property as a hedge against 
inflation. 

Expansion of cities often plays a 
role in the price picture of farm land, 
too. As urban areas expand outward, 
farm land in the path of development 
is sold for subdividing. In the proc- 
ess, the value often multiplies many 
times. This is a factor which helps 
raise the average value of all farm 


land. 


There are always a few bankers ready 
to act on the belief that multiple-office 
banking can be achieved by one 
method or another.” 

Axford urged the independents to 
be active and vocal. “You can make 
your views felt in the halls of Con- 
gress, in the councils of the American 
Bankers Association, in your state 
legislatures. You can do it individual- 
ly; you can do it better when you 
mobilize your individual voices into 
an organization representative of in- 
dependent unit banking.” 
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By working through the Trust Department 
of the Marquette National Bank, many Inde- 
pendent Bankers of the Upper Midwest can 
offer their customers complete trust services. 


These bankers enjoy the advice and counsel 
of men who are experts in trust services ... the 
facilities of a bank which is organized to render 
every major and routine trust service ... the 
cooperation of a bank which takes a personal 
interest in the problems of its correspondents. 


The Trust Officers of Marquette will be happy 
to work with you, your bank and your custom- 
ers on all trust requirements, Write, wire or 
phone, today! 
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Post-to-Check Method Speeds 


Service, Pleases Customers 
By Willam 9. Boyle 


Assistant Vice President 
Tradesmens Bank & Trust Co., Philadelphia 


P ROBABLY most readers of THE INDE- 


PENDENT BANKER are familiar with 
the post-to-check method. But for 
those who would like a refresher, 
here is a quick review of procedures. 

Instead of using ledger cards, post- 
ing is done directly to the checks and 
deposits themselves (see Figure 1). 
As shown in the illustration, if there 
is only one check or deposit, the old 
balance is picked up, amount posted, 
and new balance extended on that 
check or deposit. If there are several 
items to be posted, the old balance is 
picked up on the first item and the 
new balance extended on the last 


item, the others showing only date 
and amount. 

The checks and deposits for that 
customer are then filed in a transpar- 
ent acetate folder, which actually 
takes the place of his ledger card. The 
last item is always placed in front, so 
that the new balance is clearly visi- 
ble. This procedure is more or less 
“automatic,” since all checks and de- 
posits for an account remain in the 
machine’s carriage until the posting 
to that account is completed; the 
items are then placed, in one motion, 
in front of items already in the 
folder. 


As checks and deposits are posted, 
they are journalized (by means of a 
carbon roll) at the same time. The 
totals of checks and deposits must 
prove to pre-listed individual control 
totals. After they are proved, the 
totals are posted to a ledger card for 
that particular control. 

That is all there is to it. Balances 
are not proved at all until statements 
are sent out—which, of course, in 
itself eliminates a considerable 
amount of daily work. 

Our work is divided into eight 
ledgers, one for each posting ma- 
chine, with five controls in each 





OLD BALANCE, amount, and new balance are 
printed on an individual check or deposit (left 
below). When several items are to be posted 
(right) the old balance is picked up on the first 
item and the new balance printed on the last 
item. 
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ledger, or 40 controls in all. Under 
the post-to-check plan, statements are 
not sent out at the end of the month, 
but in cycles. Statements for two con- 
trols are processed each day on the 
statement machines; thus, the entire 
40 controls are mailed out during the 
month. Since there are about 500 ac- 
counts in each control, approximately 
1,000 statements a day are mailed 
out. 

Two girls are assigned to each 
statement machine; one to actually 
prepare the statements, and the other 
to verify signatures and deposits, can- 
cel checks, photograph the items, and 
stuff the envelopes. 

Statement preparation is shown in 
Figure 2. The previous month’s bal- 
ance is obtained from a history rec- 
ord card filed at the back of each 
acetate folder; the new balance as 
shown on the last check or deposit is 
picked up, and all items are then 
posted and the new balance cleared. 
The machine will print “.00” on the 





journal tape if all items and the 
balance are correct; it then prints the 
date and new balance on the history 
record card. 

The 25¢ monthly service charge is 
a fully automatic machine operation. 
The machine prints it immediately 
after the old balance is picked up, 
and then moves into position for 
entering checks. 

The accumulated statement new 
balances (plus the service charge 
total) must prove to the control card 
for that control or “cycle”, as it is 
sometimes called. 


Control of Account Balances 


Advantages of the post-to-check 
plan include the fact that there is no 
necessity for daily proof of balances, 
and no tremendous peak of balances 
to be transferred at month-end. 
Signature verification is comparative- 
ly easy, since the operator must look 
right next to the signature on the last 
check or deposit, in order to pick up 




















the old balance. Filing is accom- 
plished as a by-product of the posting 
operation. 

“Suppose the operator picks up 
too large an amount for the old bal- 
ance—and then, a couple of days 
later, a check is paid against that 
account, when it should have been 
returned?” 

Certainly this is a natural question 
to ask about this system, from the 
viewpoint of an objection. 

First, let me say that this has not 
occurred since we installed this sys- 
tem in June of 1955. Admittedly, it 
could happen. But if it did, we would 
almost surely recover our money 
from the customer. And even if we 
did not recover our money, the loss 
would be small in comparison to the 
savings realized with this method of 
operation. 

A very important factor in our 
whole post-to-check set-up is what we 
call our “unitized” system. Each 
bookkeeper has her own inter-office 
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POST-TO-CHECK SYSTEM 


(Continued from page 11) 








phone, and her own file of accounts, 
signature cards, machine, and work- 
ing desk. Balance inquiries from tel- 
lers come directly to the proper book- 
keeper. 

The unitized system was adopted 
here in 1951, about four years before 
we went over to a post-to-check sys- 
tem. We used it for special checking 
accounts only—at first. It resulted 
in such fast service for our special 
checking depositors that we received 
complaints from our regular checking 
account customers! 

What would happen is this: a 
special checking customer would ask 
a teller for his balance, and receive 
it in short order. When the man next 
in line behind him (with a regular 
account) asked for his balance, it 
took the teller considerable time to 





STATEMENT WRITING SECTION writes and proves state- 
ments, photographs and cancels checks, and stuffs them in 
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get it. Naturally, he would complain. 
So our regular checking account de- 
positors more or less forced us to 
adopt the unitized system of handling 
their accounts, too. 


Other Operating Hints 


One might think that when a book- 
keeper has to handle her own phone 
calls, she is troubled by continual 
“interruptions”. The fact is, however, 
that she would be interrupted any- 
way, if a supervisor came over to 
look through her accounts. Each 
bookkeeper answers an average of 18 
balance inquiries a day—not enough 
to trouble her in the least. 

Elimination of centralized account 
housing does away with the need for 
one or more supervisors to transmit 
information from those files, and also 


envel 





makes it unnecessary for bookkeepers 
to walk back-and-forth to obtain and 
replace ledger trays. 

Since the bookkeeper operates an 
entire unit herself, she takes a cer- 
tain pride in seeing that “everything 
is right”; and certainly she prefers 
to give her own account balances on 
request, rather than have someone 
else relay that information. 

Let me review briefly some of the 
“little things” than can mean a lot in 
a post-to-check system. 

Please glance at our deposit slip 
(Figure 1). Observe that this deposit 
slip is exactly the same width as a 
check, and that the signature appears 
in identically the same place. Also, 
the total amount to be posted is in 
the same relative position. These 
things make the work easier for the 
bookkeeper and increase the efficiency 
of the sorting and posting operations. 

Note, too, that the deposit slip is 
approximately one-half inch higher 


for mailing. New system turns out statements 
monthly for less than former cost each 90 days. 
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than the check; it was designed this 
way so that the bookkeeper knows in- 
stantly that the next amount to be 
posted is a deposit. 

Our history record card, shown in 
Figure 2, is not pre-dated down the 
side—as “January, February, March”, 
and so on; instead, we simply have 
it numbered from 1 to 18. The ma- 
chine automatically dates each bal- 
ance, anyway, so there is no logical 
reason why dates should be pre- 
printed. 

The machines used for posting— 
National “Class 32s”—are equipped 
with 16-inch carriages. This small- 
size carriage moves from one posi- 
tion to another faster than a wide 
carriage does, and definitely speeds 
up the posting operation. The spare 
machine, capable of doing either job, 
has a 26-inch carriage. All machines 
have activity counters. 


Service to Customers 

We all know that customers like to 
receive statements every month, rath- 
er than every three months. The post- 
to-check system has enabled us to 
give this service as a by-product of 
our statement preparation. And it is 
capable of expansion without impair- 
ing that service and without increas- 
ing personnel. Each of our bookkeep- 
ers presently handles about 2,500 ac- 
counts; but the housing of our ledg- 
ers has been so designed as to allow 
for expansion to the extent of some 
4,000 to 5,000 accounts. 

Customers like fast window serv- 
ice, too, and we have been commend- 
ed frequently on the speed with 
which tellers are able to secure ac- 
count balances. 

Our unitized post-to-check system 
has improved customer relations and 
reduced operational expenses sub- 
stantially. For these reasons we na- 
turally give our full endorsement to 
the plan. 


A 





























“He got a confidential call!’ 
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‘EFFICIENCY OF BIGNESS’ FETISH 
GAINS WIDE ACCEPTANCE 


“When you stop to think for a minute of the children in our schools today, 
and our professors, all are being educated to the idea that only the ‘Bigs’ are 
efficient—that the little fellow will go out like the covered wagon. 

“Stop to think that only two per cent of the boys questioned at leading uni- . 
versities last year said they wanted to go into business for themselves, when 
back in the early days of the New Deal a similar poll showed that 75 per cent 
of the boys wanted to go into business for themselves. 

“What does the worker in the gigantic union become? He becomes dependent 
on that union, just as the chain store manager becomes dependent—just as the 
lessee of the Standard Oil station becomes dependent. 

“What we are developing in this country is the mass. Greater and greater 
numbers of people are becoming more and more dependent on fewer and more 
powerful corporations and banks, Greater and greater numbers of people are 
becoming more and more dependent upon fewer and more powerful labor 
leaders. 

And look at the number of people who are dependent upon the federal gov- 
ernment. It is a terrifying situation.” 

Ed Wimmer of Cincinnati, Ohio, vice president of the 
National Federation of Independent Business, to an In- 
dependent Bankers Association meeting in Syracuse, New 


York. 





























—— TOLERANCES 
As we enter the home stretch in or they could accumulate. It must 


the race to see who is going to be be assumed that they will accumulate, 
first with the most in the field of and this: accumulation, for the 
mechanized check handling, it average check printer, requires 
becomes more apparent that check precision limits of % inch plus-or- 
printers are going to play an minus. Anything less will effect the 
important part in the ultimate accurate handling in any mechanized 
success of this development. system. Some of us can hold 
Someone must print what the tolerances within 4% inch plus-or- 
machines of the future will read, minus, and DeLuxe would be 
and the unknown factor is whether included in this group, but any 
this can be done within the __ printer who claims that he can hold 
framework of check imprinting. within 44 inch plus-or-minus 
is simply talking about what he can 
do in the laboratory and not what he 
can do on the production line. 


People who have never done any 
check imprinting have been 
expressing the view that tolerances 
do not present any problem to the 
check printer, but we know that 
this is not the case. Tolerances are 
important and, before mechanized 
check handling becomes practicable, 
a referent must be established 
concerning the meaning of the term. 


Since we are speaking so frankly, 
we might as well add the statement 
that anyone who thinks that 
encoding of bank checks is going 
to be a ‘by-product’ of any other 
printing operation is due for a rude 
awakening. Encoding of checks is 
going to cost a lot of money, and at 
this stage no one, including us, 
could hope to make a good guess 
as to what this cost will be. 


Inasmuch as lithography, imprinting, 
cutting and perforating all enter into 
the manufacture of bank checks, 
inaccuracies could offset each other 








Manufacturing Plants at: CLIFTON, PAOLI, CLEVELAND, 
INDIANAPOLIS, CHICAGO, KANSAS CITY, ST. PAUL, DALLAS 
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GENTLEMEN; I want to help conquer Cancer. 
1 Please send me free information about Cancer. 
(0 Enclosed is my contribution of $_____._ to 











~ life, Perhaps even one of your own. 
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First of a Series... 


For Bank Signature Chore, 


Initials ‘O. 


The Wisconsin director of the Inde- 
pendent Bankers Association is a 
man with a friendly manner and at- 
tention-arresting initials. He is O. K. 
(for Orland Keith) Johnson, president 
of the Whitefish Bay State Bank, now 
in his fourth year as an IBA director. 
All those signatures bankers must 
make on various documents is the 
chief reason Mr. Johnson uses only 
his initials, rather than “Orland K.” 
He finds the initials-only signature 
saves him countless valuable moments 
during the course of a year. 

The bank Mr. Johnson heads is 
located in one of the suburbs of Mil- 
waukee, Wisconsin. Whitefish Bay is 
a village of 17,000 lying north of 
Milwaukee on Lake Michigan’s shore. 
Under his doctrine of hard work and 
complete service, the bank has shown 
a remarkable growth. When Mr. John- 
son came to the institution as execu- 
tive vice president in May, 1937, 
assets totaled $500,000. Currently, 
the asset total tops 1114 million dol- 
lars. 

Here are three examples of his 
bank’s dedication to service: 

@ A few years ago Mr. Johnson’s 
bank conducted a Women’s Finance 
Forum in a theater located conven- 
iently just across the street. There 
were four sessions held in two months. 
Eleven hundred and ninety-seven wo- 
men registered for the event, and 
average attendance at each session 
was about 700. Nationally-known au- 
thorities gave informative talks on 





(Editor’s Note: These feature arti- 
cles on officers and directors of the 
Independent Bankers Association are 
being run in no particular order of 
priority. The scheduling of these fea- 
tures will follow the order in which 
the editor is able to contact and inter- 
view the subjects). 
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K.’ Are Fine 


subjects ranging from investments to 
wills. Cost to the bank: $4,500. 

@ For truck gardeners in areas 
north and west of the residential 
community, the bank ran soil and 
weed clinics, with speakers from the 
University of Wisconsin and the U.S. 
Soil Conservation Service. One clinic 
was staged on a farm which was a 
good example of effective soil con- 
servation. 

@ To best serve its some 15,000 
accounts, the bank is open Saturday 
mornings and for an hour Monday 
night. The makeup and location of 
the community makes this necessary, 





in Mr. Johnson’s opinion. Other banks 
in the metropolitan area are open 
Friday evening, rather than Saturday 
morning, and have no other evening 
hours. 

With 30 employes in a building 
occupied since 1942, the bank has 
outgrown its quarters but plans to 
have a new building up nearby the 
end of this year. “We've spent more 
than two years with the plans to get 
the building right,” Mr. Johnson as- 
serted. One feature of the new struc- 
ture will be four drive-in windows 

Mr. Johnson is 52, has perceptive 
blue eyes, hair graying at the temples 





O. K. JOHNSON OF WHITEFISH BAY, WISCONSIN 
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O. K. JOHNSON 


(Continued from page 15) 








and packs 170 pounds on a 5 foot, 10 
inch frame. Because of one of his 
hobbies—bicycling—he’s in excellent 
physical trim. This hobby also helps 
him know his area better than most. 
“You see more during one trip on a 
bicycle than you'll see in a hundred 
automobile trips,” he asserts. 

He also likes gardening. “I’m just 
enough of a farmer to enjoy getting 
out on that earth on my hands and 
knees,” Mr. Johnson says. He also 
enjoys the perfect flavor characteris- 
tic of vegetables which move from 
garden to cooking pot with little 
elapsed time ‘between. 

Another hobby, stamp collecting, 
is suffering a bit from lack of time. 

For most of the past sixteen years 
he has been chairman of the Forms 
and Procedures Committee of the Wis- 
consin Bankers Association, becom- 
ing, in the process, an authority on 
standard bank forms. He considers 
this activity something in the nature 
of a hobby, too, and comments, “If 
I had a dollar for every hour I’ve 
spent on those forms in the past six- 




















“No Ma’m! I’ve never had such 
a busy day! !” 


teen to eighteen years, I could retire 
and live very handsomely.” 

He relinquished his chairmanship 
of this committee when he held top 
jobs in the WBA. He was vice presi- 
dent of the state group in 1950 and 
1951, and president in 1951 and 
1952. In 1953, he was elected to a 
three year term on the executive coun- 
cil of the American Bankers Associa- 
tion. In addition to his activities for 
banking groups, he has a long record 
of active participation and leadership 
in service groups of his community. 

Mr. Johnson and his wife, Ceal, 
have two sons: O. K. Jr., 25, a Uni- 
versity of Wisconsin law graduate 
now with the American Bank and 
Trust Co., Racine, and Gerald F., 23, 
who’s taking his master’s degree at 
Western Michigan College in Kala- 
mazoo. 

Bern on a farm near Beaver Dam, 
Wisconsin, Mr. Johnson was graduat- 
ed from high school in Milwaukee 
and began his banking career as a 
bookkeeper in the old North Avenue 
State Bank, Milwaukee. There was 
more than bookkeeping to that first 
job, however. “When the janitor was 
sick I took care of the fires, swept and 
mopped the floor,” he recalls. 

He was with the old Bank of Shore- 
wood, another Milwaukee suburb, 
from 1926 to 1932. He became a spe- 
cial deputy commissioner of banking 
for Wisconsin in 1933 and held that 
post until he went with the Whitefish 
Bay Bank in 1937. Through the years 


he has taken many college courses at 


the University of Wisconsin in Mil- | 


waukee and Marquette University. He 
also has taken numerous American 
Institute of Banking courses. 

As a youth, he recalls, he selected 
his field because “Banking appealed 
to me and | wanted an opportunity 
to get ahead.” The record indicates 
his choice was a fruitful one for him 
and his community. 





Bankers Fete 
H. J. Harding 


Harry J. Harding, president of the 
First National Bank of Pleasanton, 
California, and immediate past pres- 
ident of the Independent Bankers As- 
sociation of the Twelfth Federal Re- 
serve District, was signally honored 
at the joint breakfast of the Northern 
California and the Southern Califor- 
nia Independent Bankers Associations 
in Coronado, 
which is a tradi- 
tional feature of 
the California 
Bankers Associa- 
tion’s annual 
meeting. The 
breakfast, attend- 
ed by more than 
-200 bankers, 
MR. HARDING unanimously ap- 
proved a resolution of appreciation, 
thanking Mr. Harding for his inspir- 
ing leadership and tireless efforts in 
spearheading the drive for the bank 
holding company bill, which was 
signed by President Eisenhower in 
May. 

Kenneth G. Walker, vice president 
of The Farmers and Merchants Bank 
of Long Beach, and Fred C. Johan- 
sen, vice president of the Salinas Na- 
tional Bank, Salinas, presidents, re- 
spectively, of the Southern California 
and Northern California Associa- 
tions, presented Mr. Harding with an 
embossed scroll as evidence of the ap- 
preciation of the two associations. 

Principal speaker at the breakfast 
was Dr. J. Fred Weston, professor of 
finance, School of Business Adminis- 
tration, University of California at 
Los Angeles, who talked on bank 
mergers. 
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JURAN & MOODY, Inc. 


Specialists in Municipal Bonds for Banks 


@ Bonds appraised, purchased and sold. 
@ Portfolios analyzed. 
© Confidential advisory service. 
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(). (By Mr. M., Illinois): | recently 
learned that an escheat bill has 
been introduced in the House of 
Representatives in Washington 
which provides that “abandoned 
deposits in certain banks shall 
escheat to the respective states in 
which such banks are located.” 
Under the bill, an abandoned de- 
posit is described as one that has 
not been increased or decreased 
over a twenty year period, has no 
known claimants and the deposit- 
or is unknown to the extent that he 
cannot be found through news- 
paper advertising or registered 
letter. 

The bill defines “bank” as a 
“member bank” as set forth in 
the first section of the Federal Re- 
serve Act. 

If this bill passes, will it not re- 
sult in all inactive accounts, or so 
called dormant or unclaimed bal- 
ances being turned over to the 
states? Won't this cause a lot of 
confusion and work when a de- 
positor makes claim for such in- 
active balance? 

What in your opinion can a bank 
do to avoid this unnecessary trouble 
and expense of advertising? 


A.—First of all, if you don’t like 
the bill, write your congressman to 
vote against it. This would be the 
direct process. Secondly, whenever 
such regulations are made law the 
advertising expenses are prorated 
and deducted from the balances of 
the individual accounts. 

You will note that the provisions 
of the proposed bill are only opera- 


July 1956 





tive if the “abandoned deposit” has 
not been increased or decreased in 
the twenty year period. 

Many banks today, in order to pro- 
vide “services and audit controls” 
over all accounts, have amended their 
bylaws and rules of deposit to pro- 
vide for a monthly or semi-annual 
service charge on all such accounts. 
In this manner the cost of servicing 
such accounts is covered and the 
bank receives compensation for the 
work involved in handling such ac- 


counts, 





MARSHALL CORNS 


Q. (By Mr. J., Indiana): For a 
number of years our bank has fol- 
lowed the practice of paying a 
bonus to each officer and employe 
at the end of the year, based on 
net operating earnings. Distribu- 











tion to the individual officer and 
employe was predicated on the 
annual salary. 

When this plan was adopted, 
you no doubt appreciate, salaries 
were low. Over the years, as the 
bank grew and earnings increased, 
salaries, too, were somewhat 
raised. Recently, some of our direc- 
tors made a study (so they said) 
of the bonus systems used in other 
banks and have now come up with 
a new plan which they say a num- 
ber of banks are using. 

This plan provides for an amount 
of bonus to be set aside each year 
from net profits. According fo their 
formula net profits are arrived at 
by taking the net operating profits 
plus profits from the sale of se- 
curities, less losses from the sale of 
securities, a deduction for income 
taxes, a deduction for dividends 
and a fixed percentage of total 
capital funds as an addition to 
surplus and undivided Profits. 

From the remainder another per- 
centage is set aside for bonus 
which is to be divided among the 
officers and employes who have 
been with the bank over one year. 
This distribution is based on an- 
nual salary up to $10,000. 

In other words, no matter what 
the annual salary, only amounts 
up to $10,000 count in allocating 
the bonus. 

In our bank we have four junior 
officers whose salary is between 
$8,500 and $10,000 and two vice 
presidents and a president whose 
salaries are between $12,000 and 
$20,000. These three senior offi- 
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WHAT'S YOUR PROBLEM? 


(Continued from page 17) 








cers are responsible for loans, in- 
vestments and the operations of 
the bank, including new business. 
They receive no other compensa- 
tion. 

Under this new plan had it been 
effective as of December, 1955, 
three of the junior officers and the 
three senior officers would have 
received practically the same bo- 
nus. The three senior officers would 
have received the same amounts. 

As you can well imagine, this 
contemplated plan is causing some 
dissatisfaction, inasmuch as_ it 
stifles progress, discourages am- 
bition, takes away incentives and 
gives no recognition to the work of 
the senior officers who, in the last 
analysis, are responsible for the 
progress of the bank. 

Further, the basis for determin- 
ing the amount set aside for bonus 
(net profit formula) is not sound as 
it depends too much on the judg- 
ment of executive officers in tak- 


ing tax losses, bond profits or los- 
ses, etc., and contributes to lax 
practices in connection with de- 
preciation, expenses, etc. Under 
the plan, if net earnings decline, 
the amount for bonus will be more 
than percentagewise lessened be- 
cause of the fixed percentage of 
capital the plan provides must be 
set aside for additions to surplus 
and undivided profits before bo- 
nus. 

Because of the conflicting inter- 
ests | would like your opinion as 
to this plan and also suggestions 
as to a more equitable bonus ar- 
rangement. 


A.—First of all, I have never heard 
of such a plan. That in itself isn’t so 
strange because I learn something 
new every day. 

It seems to me that your directors, 
while undoubtedly sincere in their 
desire to develop another plan, have 
become quite confused in_ their 
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“studies” between features of bonus 
plans, pension plans, and other so 
called employe benefits. The new 
plan appears to be a combined make- 
shift of all three with all of the dis- 
advantages and none of the advan- 
tages of each. 

While I do not dispute the right of 
the directors to determine the pol- 
icies of the bank, placing a ceiling on 
bonuses in a manner inimical to the 
management interests of the execu- 
tive officers seems shortsighted if not 
stupid. As you outlined it, the plan 
limits, if not destroys, initiative and 
fails to properly recognize executive 
ability. 

If the directors want to limit bo- 
nuses why don’t they confine such bo- 
nus payments only to employes and 
either make a flat “award” to the of- 
ficers based on their “production” 
during the year or recognize excel- 
lent work through a raise in salary. 
The only objection to the latter is 
that such an arrangement increases 
fixed expenses. 

The formula is unsound and a der- 
eliction of directors’ responsibilities 
in that application of the bonus for- 
mula becomes a matter of executive 
judgment. For example: Deferring 
losses, capitalizing expenses or ac- 
celerating income to provide more of 
a bonus base, to keep the staff happy 
—or deferring income, accelerating 
losses to cut down the amount of the 
bonus. It is a well established and 
recognized fact that only net operat- 
ing profit provides a sound basis for 
any bonus arrangement. 

As to a suggested arrangement: 
While there are many types of plans 
for distribution of bonus payments, 
one of the best and most equitable I 
know of is that which is based on 
service and ability (providing salary 
increases are based on merit). This 
plan provides for a percentage of 
net operating profits to be added to 
undivided profits, surplus or reserves : 
another percentage to be set aside 
for dividends or to undivided profits 
and a third percentage to be dis- 
tributed as a bonus or profit sharing 
to officers and employes. 

The amount set aside for profit 
sharing or a bonus is distributed to 
each officer and employe based on 
the accumulation of one point for 
each year of service and one point 
for each $100 of annual salary. This 
plan is equitable in recognizing 
ability and length of service. 
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BANK DONATES 
VERDANT GREEN 


Public relations has many facets. 

Example: The Marquette National 
Bank of Minneapolis, Minnesota, gave 
away more than 7,000 free evergreen 
trees recently as part of an Arbor 
Day promotion. The trees—Colorado 
blue spruce, American arbor vitae 
and ponderosa pine—were all three- 
year-old nursery stock ready for plant- 
ing. 

Packaged in cellophane, the ever- 
green seedlings were provided free for 
the asking by Marquette as a means 
of calling attention to the importance 
of forestry conservation. 

Co-operating in the promotion were 
the Minnesota Conservation Depart- 
ment, the Keep Minnesota Green 
Committees and the Minnesota & On- 
tario Paper Co. 





HoldingCompany 
Bill Introduced 


In New Jersey 


A bill to regulate bank stock hold- 
ing companies has been introduced 
in the state Senate of New Jersey by 
Mr. Ridolfi and Mr. Dumont. The 
proposed legislation has been re- 
ferred to the Committee on Business 
Affairs. 

In a statement accompanying the 
bill, the sponsors declared, “The con- 
centration of capital stock of bank- 
ing institutions in the hands of hold- 
ing companies is a threat to inde- 
pendent banking and constitutes an 
evasion of the branch banking laws 
of the state. ; 

It was pointed out that similar leg- 
islation was in effect in the state from 
1928 to 1948. 

Under the bill, no company own- 
ing more than 25 per cent of the 
stock of one bank could acquire 
more than 10 per cent of the stock 
in another bank. Penalty for viola- 
tion: fine of $1,000 for the corpora- 
tion, with a $1,000 fine or up to a 
three year jail term for officers or 
directors ordering activities in vio- 
lation of the act. 
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Ryan Testifies for the IBA 
On New Merger Proposal 


Tue Department of Justice should en- 
force any new legislation pertaining 
to bank mergers. 

This stand was taken before the 
Senate Subcommittee on Antitrust 
and Monopoly in Washington recent- 
ly by Ben H. Ryan, immediate past 
president of the Independent Bankers 
Association and IBA director from 
Illinois. 

Mr. Ryan, president of the State 
Bank of East Moline, Illinois, de- 
clared: 

“The regulation of banks is both 
by legislative enactment and by dis- 
cretionary power in the bank super- 
visory agents. I like the rules and 
regulations spelled out and I am 
afraid of too much discretionary pow- 
er in the hands of any board or 
agency. 

“Of late, the banking agencies 
seem, from my point of view, to favor 
what might be called system banking 
—a system of multiple banks through 
branch banking or through mergers. 

“T am, therefore, in favor of hav- 
ing the enforcement of any new legis- 
lation pertaining to bank mergers put 
in the hands of the attorney general 
for final judgment.” 

Some steps must be taken to slow 
the merging of banks, Mr. Ryan de- 


clared. He said: 


Merger ‘Splurge’ 


“We are in the midst of a splurge 
of mergers. It has happened before. 
Some look upon it as an omen of im- 
pending disaster. I hope it isn’t, but 
for fear that it might be, we should 
tighten up legislation in such a way 
as to stop those mergers and consoli- 
dations when they tend to reduce 
competition. 

“The mergers that have occurred 
in New York certainly have startled 
all of us due to the gigantic size of 
the banks that have been merging. 
There seems to be no logical reason 
for these mergers, except to be the 
biggest.” 


Not only must Congress legislate, 
but the enforcement agencies must be 
alert in carrying out the mandate of 
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BEN H. RYAN 


Congress, Mr. Ryan said. He declared: 


Enforcement Needed 


“Our association favors the tighten- 
ing of anti-monopoly laws and their 
rigid enforcement, as the fate of the 
economy of the nation is dependent 
upon the maintenance of a free econ- 
omy—an economy that is well regu- 
lated, where the little businessman 
has a fair chance of success, depend- 
ing on his initiative, and ability and 
where the ‘great’ are not permitted 
unfair advantage over our important 
citizen—the little man.” 

A representative of the American 
Bankers Association told the commit- 
tee the ABA was “perfectly willing” 
to have closer federal supervision of 
bank mergers, provided established 
banking agencies handle the assign- 
ment. 

At the same time Lee P. Miller, 
chairman of the ABA Legislative 
Committee, said he doubted there was 
a need for further regulation. 
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TWO 
Practical New Books in 
the Banking Field... 


By ROBERT LINDQUIST . 
Vice President, Harris 
Trust & Savings Bank, Chicago 


On the human side of banking 
—the relationship between the 
bank and the many publics 
with which it deals. Tailored 
by a banker with long experi- 
ence in financial public rela- 
tions, here are specific and 
practical suggestions for 
organizing the many phases 
of a bank public relations 
program into a long-range, 
modern, and integrated plan. 


“* ... the kind of know-how 
that is good for the banking 
business.”—Banking. $5.00 


At your bookstore or from 


HARPER & BROTHERS 
49 E. 33rd St., N.Y. 16 


pa * 
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By HOMER J. LIVINGSTON 
President, First 
National Bank, Chicago 


The major aspects of sound 
banking administration au- 
thoritatively reviewed. Based 
on a survey conducted among 
national and state supervisory 
agencies, this volume distills 
the thoughtful conclusions of 
persons in a unique position 
to evaluate the policies of 
banks of all sizes. 


“ ... worthy of the time and 
attention of all those con- 
nected with American bank 
management.” —ROBERT V. 
FLEMING, President, Riggs 
National Bank, Washington, 
D.C, $3.00 
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New Editor Assumes Post 
At Independent Banker 


This issue of THE INDEPENDENT 
BANKER is the first produced by its 
new editor, Howard F. Bell, who has 
joined the staff of the Independent 
Bankers Association to edit the mag- 
azine. 

Mr. Bell left the editorial staff of 
the Milwaukee (Wisconsin) Sentinel, 
where he was a business and real 
estate reporter, to assume his new 
post on the magazine. 

In newspaper and magazine work 
since 1940, he is a native of Peshtigo, 
Wis., where his parents still live. 

He started his newspaper career as 
editor of the weekly Beacon (New 
York) Light. From there he went to 
Iron River, Michigan, where he was 
sports and suburban editor of a semi- 
weekly newspaper. 

During 18 months of World War 
II, Mr. Bell edited an Army news- 
paper at Camp Stewart, Georgia, 
where he also did public relations. 

During the final 18 months of his 
three years in service, he was as- 
signed to an Army magazine in New 
York City. On this publication he 
served, successively as staff writer, 
production manager, European cor- 
respondent and managing editor. 

In addition to his publication ex- 
perience, Mr. Bell has a background 














HOWARD F, BELL 


in teaching, having been an instruc- 
tor in journalism at the University of 
Wisconsin in Milwaukee for three 
years while employed at the Sentinel. 
He is a graduate of the Marquette 
University College of Journalism. 

He and his wife, Katherine, and 
two children, Maureen, 13, and Sally, 
11, will make their home in Sauk 
Centre, Minnesota, where the adver- 
tising and editorial office of the mag- 
azine now is located. 
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“It’s a race all month to see if I can put more in than she takes out!” 
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Minneapolis, Minnesota—“Inde- 
pendents” were named to five of the 
six top offices in the Minnesota Bank- 
ers Association. They are president, 
A. G. Sirek, executive vice president 
of the State Bank of New Prague; 
vice president, Herman Hamre, presi- 
dent of the State Bank of Wood Lake; 
treasurer, George E. Buscher, presi- 
dent of the Alexandria State Bank 
(re-elected). Elected to the executive 
council were Carl R. Pohlad, presi- 
dent of the Marquette National Bank 
and treasurer of the Independent 
Bankers Association; R. B. Hage, 
cashier of the Westbrook State Bank, 
and Clifford C. Sommer, president of 
the Security Bank & Trust Co. of 
Owatonna, a Northwest Bancorpora- 
tion affiliate. Floyd W. Larson is 
executive secretary and Miss Florence 
Linden is assistant. Both are of 
Minneapolis. 


* * * 


LaJolla, California — Walter A. 
Johnson, president of the Olympia 
State Bank and Trust Co., Olympia, 
Washington, has been elected presi- 
dent of the Independent Bankers As- 
sociation of the Twelfth Federal Re- 
serve District. He was named at the 
Spring meeting of the association’s 
Executive Council held at LaJolla, 
California. 

Junius A. West, vice president and 
cashier of the Bank of Pleasant Grove, 
Utah, was re-elected to the post of 
vice president, and Frank Wortman, 
president, First National Bank of Mc- 
Minnville, Oregon, was re-elected sec- 
retary-treasurer. 

New executive councilmen elected 
by the respective states were Ralph 
V. Arnold, president of the First Na- 
tional Bank of Ontario, California; 
Walter M. Rees, vice president, Twin 
Falls Bank and Trust Co., Twin Falls, 
Idaho, and F. C. Packard, president, 
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Springville Banking Co., Springville, 
Utah. 

Councilmen re-elected were:- James 
H. Stanard, vice president, First Na- 
tional Bank of McMinnville, Oregon, 
and A. Dean Worthington, president, 
Bothell State Bank, Bothell, Washing- 
ton. 

The association’s executive council 
also elected the retiring president, 
Harry J. Harding, president, First 
National Bank of Pleasanton, Califor- 
nia, as honorary president for life in 
recognition of his outstanding service 
to independent bankers in leading the 
decade-long struggle for bank holding 
company legislation, which passed 
both Houses of Congress and was 
signed into law by the president in 
May. 

The Council also authorized reso- 
lutions of appreciation for Congress- 
man Brent Spence, chairman of the 
House Banking and Currency Com- 
mittee, who sponsored the bank hold- 


ing company bill in the House; to Sen- 
ator A. Willis Robertson, who intro- 
duced the legislation in the Senate; 
and to Senator Paul Douglas, who 
sponsored the Douglas amendment to 
the Bill, which limited the expansion 
of bank holding companies to the state 
in which their principal office is lo- 
cated. 


* * * 


Indianapolis, Indiana — Officers 
of three Independent Banker Asso- 
ciation member banks have been 
elected to top posts in the Indiana 
Bankers Association. They are L. S. 
Armstrong, president, who also is 
president of the St. Joseph Valley 
National Bank, Elkhart; Walter 
Schlechte, vice president, who is pres- 
ident of the Old National Bank, 
Evansville, and James C. Smith, 
treasurer, who is president of the 
First National Bank and Trust Co., 
La Porte. 





IBA DIRECTOR ELLIS WARNS 
COLLEAGUES IN COLORADA 


On passage of the bank holding company act: 





“‘We must take care that this success does not blind us to the problems still 
faced by independent banking. The opponents of holding company legislation 
have been beaten in this skirmish but will not relax their efforts because of one 
setback. We must now anticipate that some of the struggle for banking con- 
centration will move to the state legislatures. We have removed some of the 
danger of financial concentration and monopoly on the national front. Now 
we must assure ourselves that concentration doesn’t develop at the state level. 

“The holding companies acquired many banks during the last few months. 
Some of these banks are still in process of assimilation, so we may soon have 
some decisions regarding the effect of the new holding company law. We must 
be ready to defend it and set its course so that it will give us the most possible 
protection against monopoly in years to come. We feel: that as time passes, 
the holding company bill will be considered as important a cornerstone in 
banking legislation as are the Federal Reserve and National Banking Acts.” 


John C. Ellis, president of the Moffat County State Bank, 
Craig, Colorado, and IBA director for that state, in a 
report to the state convention of Colorado bankers. 
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Boston, Massachusetts — Joseph 
L. Robins, vice president of the Rock- 
land-Atlas National Bank here and 
active in the Independent Bankers 
Association, has been named an al- 
ternate member of the American 
Bankers Association Nominating 
Committee. 


* * * 


Chicago, Illinois—Promotion of 
four men has been announced by 
directors of the Continental Illinois 
National Bank and Trust Co, Ad- 
vanced from second vice president to 
vice president were John Q. Adams, 
Victor S. Dixon, William G. Olson 
and John J. Berland. The first three 
are in the banking department, while 
Mr. Berland is in the trust depart- 
ment. 


* * * 


Hillside, New Jersey — Twelve 
seniors from Hillside high school and 
Pingry school here were assigned 
positions in the Hillside National 
Bank in conjunction with the second 
annual “Youth Takes Over Industry 
Day” sponsored by the Hillside In- 
dustrial Association and the board of 
education. 

The students were taken on a tour 
of the bank’s facilities, and each was 
assigned to a specific employe. In 
conferences, the officers outlined com- 
pany policies, employe relations, and 
banking careers. They were taken 
to lunch at a restaurant. 

Program was under the direction 
of Harvey W. Peace, Jr., vice presi- 
dent of the bank and its representa- 
tive in the industrial association. 


Cumberland, Maryland — There 
was strong historical flavor to open 
house ceremonies marking comple- 
tion of an extensive remodeling by 
the First National Bank here. An 
eight page tabloid supplement of The 
Cumberland News marked the event 
and featured a story noting that the 
bank was established in 1811 and 
ranks as the forty-third oldest bank 
in the nation. 

As a feature of a Saturday open 
house from 10 a.m, to 5 p.m., the 
bank gave fifty savings accounts as 
prizes, ranging in amounts from $5 
to $50. 

The year’s remodeling job of the 
structure built in 1912 doubled the 
size of the main banking floor, ac- 
cording to A. W. Tindal, president. 
Among the added features is a drive- 
in banking window. 





HERE’S THE newly remodeled exte- 
rior of the First National Bank of 
Cumberland, Maryland. Though the en- 
tire structure was improved and mod- 
ernized, classical lines of the building 
were retained in the remodeling. 
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Ketchum, Oklahoma—The Senior 
classes of the high schools of Ketch- 
um, Strang, and Cleora, Oklahoma, 
were guests of the First State Bank 
here at an evening meeting similar to 
others the bank has conducted an- 
nually for several years. Cashier 
Ralph Matthews was in charge of a 
bank tour participated in by some 33 
seniors and 35 adults. 

Following the tour, the group was 
feted at dinner by the bank in the 
educational building of the Methodist 
church. A film produced by Mer- 
cantile Trust Company, Saint Louis, 
“The Center of Town,” was screened, 
and then a short talk was made by 
President Melvin L. Morgan of the 
host bank. Each of the seniors pres- 
ent was given a fountain-pen. 

Says Mr. Morgan: “We would 
commend this type of program to 
any bank”. 


* * * 


New Brighton, Minnesota — 
George F. Booth of Saint Paul has 
been elected to the board of directors 
of the First State Bank of New 
Brighton. 

Mr. Booth has been vice president 
of Sales Service Machine Tool Com- 
pany, Saint Paul, since 1940, with 
the exception of service with the 
Merchant Marine during World War 
II. Prior to entering the machine 
tool business, he owned and operated 
a food store in Minneapolis, where he 
was born and educated. 


* * * 


Omaha, Nebraska — J. Mason 
Henry has purchased an interest in 
the Charles E. Walters Company here 
and has been elected a vice president. 

A native of Casper, Wyoming, Mr. 
Henry is a graduate of the University 
of Wyoming. He has been associated 
in credit and insurance, the Federal 
Land Bank and the Colorado Com- 
mercial Savings Bank. 


* * * 


Menomonie, Wisconsin — Robert 
Spangler has joined the staff of the 
First National Bank of Menomonie, 
it was announced by Clare Talen, 
president. Mr. Spangler is 29, a 
graduate of Bay View High School, 
Milwaukee, and attended Stout State 
College here. ; 
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La Verne, California — Oscar L. 
Marshall, cashier and secretary of 
the First National Bank of La Verne, 
was voted “Citizen of the Year” by 
readers of the La Verne Leader. A 
bronze plaque was presented to him 
by T. T. Donnelly, editor, at the 
annual banquet of the chamber of 
commerce. 

Active in civic and business affairs 
here since 1923, Mr. Marshall is a 
past director of the California Bank- 
ers Association’s Group 5 and of the 
Independent Bankers Association of 
Southern California. 


* * * 


Michigan City, Indiana — Elmer 
W. Heitman, president of the Citizens 
Bank of Michigan City, reports the 
appointment of Richard Ream as vice 
president. 

A native of Peru, Indiana, Mr. 
Ream is widely-known among bank- 
ers, throughout this state and the 
Midwest. He comes to the Citi- 
zens Bank from the City National 
Bank & Trust Company of Chicago. 





THIS MODERN, functional building is the new home of the Cotton Exchange 
Bank of Kennett, Missouri. (See accompanying story.) 


Kennett, Missouri — Gala open 
house ceremonies marked the open- 
ing of the new building of the Cotton 
Exchange Bank. Two visitors to the 
structure received $25 U.S. Savings 
Bonds, while everyone enjoyed re- 
freshments. 





Exterior finish of the structure is 
coral Roman brick, limestone and 
aluminum, with large expanses of 
glass. A complete landscaping job 
does much to enhance the bank’s 
exterior. 

Both air and sound conditioned, 








urposes—it’s eye-arresting and attractive, and also brings 
Vocation Clubs to the attention of customers. So far this 
year, club sales are about 20 per cent over last year’s, bank 
officials report. 


HOW VACATION CLUB ads of the First National Bank of 
McKeesport, Pennsylvania, were prepared is explained in a 
display set up in the bank lobby. Bank employes served as 
models for the ads. The display shown above serves two 
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the visitors are givi: 


PEOPLE, PEOPLE, PEOPLE crowded into the new River- 
side bank building in Miami, Florida. As this photo shows, 

full and interested looks at a number 
of features in ie Labbe, with the women ait lower left 


the open h 








alifying as the — intent. More than 4,000 attended 


tion, held Friday evening and Sat- 
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the interior is finished in soft pastel 
hues. The color scheme, plus vinyl 
tile floors, recessed lighting and wal- 
nut furniture combine to make bank 
a place of modern, functional beauty. 

There are two drive-in windows, 
a 24-hour depository, a parking lot 
with room for 35 cars and a com- 
munity room for use without charge 


by various groups. 
BA N 4 and SOLD 
All Confidential 


A NATIONAL CLEARING HOUSE 
FOR EXPERIENCED BANK EXECUTIVES 
WITH CAPITAL TO INVEST 


BANKERS SERVICE COMPANY 
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Minneapolis, Minnesota — Elec- 
tion of Frank Pecchia as assistant 
cashier of the 13th Avenue State 
Bank of Minneapolis has been an- 
nounced by R. J. Julkowski, presi- 
dent. Mr. Pecchia, who has been as- 
sistant cashier at the First National 
Bank of Nashwauk, Minnesota, for 
the past four years, started his bank- 
ing career as a bookkeeper in the 
bank in 1946, 

Educated at Nashwauk high school, 
he holds several A.I.B. credits and 
until his move to Minneapolis was 
president of the Itasca County Bank- 
ers Association. He and his wife, 
Marcella, have two children, Ann 
Marie, 3, and Michael, six months. 


urday afternoon. Founded in 1941, the bank has resources 
of more than 19 million dollars. 





Harrisburg, Pennsylvania — The 
Pennsylvania Bankers Association will 
hold its fifth annual summer school 
at the Pennsylvania State University, 
August 19-24. A two-day directors’ 
seminar, an innovation in PBA ac- 
tivities, will be held in conjunction 
with the week-long summer school on 
August 22-23. 

The Summer School will again be 
divided into two sections, one cover- 
ing lending and one covering bank 
operations, according to School Di- 
rector T. Allen Glenn, Jr., president, 
The Peoples National Bank of Norris- 
town. 

* * * 


Colome, South Dakota—L. L. Lil- 
libridge has been elected president 
of the Citizens Bank of Colome. 
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24 MORE BANKS | 


JOIN THE IBA 


ILLINOIS 

Mount Greenwood State Bank, Chicago 

South East Nat’l Bank of Chicago, 
Chicago 

Downers Grove National Bank, 
Downers Grove 

Farmers State Bank of Emden, Emden 

The First National Bank, Manhattan 

Central National Bank, Mattoon 

Uptown National Bank, Moline 

The State Bank of Nauvoo, Nauvoo 


Pleasant Plains State Bank, 
Pleasant Plains 


Bank of Yates City, Yates City 


KANSAS 
The Madison Bank, Madison 


MONTANA 
Miners & Merchants Bank, Roundup 
Little Horn State Bank, Wyola 


NEBRASKA 
Auburn State Bank, Auburn 


OKLAHOMA 

Farmers Exchange Bank, Cherokee 

Capitol Hill State Bank, Oklahoma 
City 

TEXAS 

The Follett National Bank, Follett 

The First National Bank, Lamesa 

Farmers-First Nat’] Bank 
Stephensville 

WISCONSIN 

The Old National Bank, Beaver Dam 

Cottage Grove State Bank, Cottage 
Grove 

Bank of Kewaskum, Kewaskum 

The Commercial & Savings Bank, 
Monroe 

WYOMING 

Bank of Laramie, Laramie 


Agriculture Changes Are 
Challenge, Bankers Told 


There are a number of challenges to 
bankers in helping agriculture and 
America realize the potentials of plen- 
ty. 

This viewpoint was presented to 
some 200 bankers and guests at an 
agricultural breakfast held in connec- 
tion with the sixty-sixth annual con- 
vention of the Minnesota Bankers As- 
sociation in Minneapolis. 

Dr. Lowell S. Hardin, acting head 
of the Department of Agricultural 
Economics at Purdue University, La- 
fayette, Indiana, listed these chal- 
enges for bankers: 

@ “Success of your farm borrower, 
like success of any business customer, 
depends largely upon his efficiency 
and productivity. Application of mod- 
ern science to agriculture is but in its 
infancy. Potentials far exceed appli- 
cations to date. Applications, how- 
ever, feed on capital. Bankers, there- 
fore, are key persons in determining 
the rate of application of new tech- 
nology in agriculture. 

e@ “As farms become larger and 


‘ their credit demands greater, histori- 


cal methods of servicing them may 
prove inadequate. More intermediate 
term loans (three to five years) may 
be essential. Closer contact with 
progress— both in total and on the 
farms of your borrowers—may be in 























“Of course my husband hasn’t made any payments—I still haven’t 
worked up enough nerve to tell him I borrowed the money!” 
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order. Hence, if you don’t have spe- 
cialized farm personnel, you may 
want to consider hiring or training a 
farm officer in your bank. 

@ “Some farmers (and businesses 
servicing agriculture) have been tight- 
ly caught by the cost-price squeeze. 
Your assistance may be needed in 
more places than you realize in re- 
financing, consolidating debts; setting 
up revised longer-time repayment pro- 
grams; helping some to pull in their 
belts a notch or two. 


Merging Areas 


@ “Recognize that we are in the 
process of merging rural and urban 
societies. City limit signs are now 
mere geographic, not cultural boun- 
daries. Social security, desire for 
shorter work week, need for broad- 
ened schooling for youngsters are all 
here now—in the country as well as 
in town. If you do not understand 
social security for farmers; methods 
of leasing; partnership provisions un- 
der this law, you will need to if you 
are to service your farm people. 

© “Become more active partici- 
pants in public affairs, not neutral 
spectators. Whether or not we ever 
realize the potentials of plenty will 
depend upon the thoughtfulness of 
leaders like yourselves. One of our 
great needs is for deeper economic 
understanding by all people. Yours 
is a major role if this end is to be 
accomplished. 

@ “Keep your faith in agriculture 
and be tolerant to change. It is nat- 
ural for all to resist change—be he 
carriage maker, blacksmith, farmer. 
school teacher or banker. Change in 
itself is neither necessarily good nor 
necessarily bad. Changes have brought 
to us in America the world’s most ef- 
ficient agriculture. Further change is 
essential if we are to solve the prob- 
lems and realize the potentials of 
plenty.” 

Despite the latest federal agricul- 
tural act, net income of the nation’s 
farmers appears headed for a three to 
five per cent drop this year compared 
to last, Dr. Hardin declared. 

The family farm is not dead or dy- 
ing, he asserted, but is undergoing a 
change in size and numbers. 
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Discretionary Authority— 
How Will It Be Used? 


By Bon Dubois 


Secretary, Independent Bankers Association 


The bank holding company act of 
1956 granted discretionary authority 
to the board of governors of the Fed- 
eral Reserve System to decide wheth- 
er a bank holding company should 
be granted a charter for a new bank 
or acquire a going bank as a subsidi- 
ary in a state in which the bank hold- 
ing company is domiciled. It was the 
intent of the Congress in enacting 
this legislation that bank holding 
companies shouldn’t become too 
dominant in any area of the country 
and that too much banking concen- 
tration should be halted. 

We in the IBA haven’t worried 
much about the ownership of a num- 
ber of financial institutions by an 
individual. Death breaks up even a 
large chain of banks owned by a 
natural person. Corporations go on 
indefinitely, so a large group of 
banks owned by.a holding company 
isn’t subject to the wholesome disso- 
lution of a life span. 

The Federal Reserve Board must 
give its approval before a holding 
company can acquire another bank. 
Here are the factors that must be 
used in considering applications: 

@ Whether the effect of the acqui- 
sition would expand the holding com- 
pany “beyond limits consistent with 
adequate and sound banking, the 
public interest, and the preservation 
of competition . . .” 

@ Financial history and condition 
of each company or bank concerned 
in the application. 





WANTED: Experienced 
loan officer between 30 and 45 
years of age; bank of $6 mil- 
lion in Southern California 
farming community; inland 
valley bank. Write Box A, 
Independent Banker. 
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@ Prospects of each, 

@ Character of the management of 
each. 

@ Convenience, needs and welfare 
of both the communities and the area 
concerned. 


‘Special Interest’ 


The final point is of special interest 
to those states in which a large bank 
holding company is domiciled be- 
cause the new law doesn’t arbitrarily 
stop intrastate expansions. It would 
seem logical, therefore, that in states 
where a bank holding company al- 
ready is in a dominant position, the 
FRB would be loath to permit further 
expansion. 

We are using Minnesota to illus- 
trate our point, as there are applica- 
tions pending there for charter grants 
for a number of banks. The two 
dangerously large bank holding com- 
panies of the Twin Cities, Northwest 
Bancorporation and First Bank 
Stock Corp., own a substantial por- 
tion of the larger banks of the state. 
These banks are strategically located 
in many county seat communities 
and in the metropolitan centers— 
Minneapolis, St. Paul and Duluth. 

In these three large cities the hold- 
ing company banks have a very high 
percentage of all the commercial 
bank deposits. Due to recent acquisi- 
tions we haven’t exact figures as to 
the percentage of all commercial 
bank deposits that their banks con- 
trol. We are sure that the two bank 
holding companies referred to con- 
trol well over half of the total com- 
mercial bank deposits of the whole 
State of Minnesota. 

Their very size and the dominant 
position that these two bank holding 
companies occupy in Minnesota 
should preclude, we believe, approval 
by the board for further expansion. 


< 


System Bank Thinking 


In visiting with numerous bankers 
we find the view quite prevalent that 
the three federal bank supervisory 
agencies are inclined to favor system 
banking—we mean by that, holding 
company or branch banking. We as- 
sume that the reason for this attitude, 
if it is really the attitude of the su- 
pervisory agencies, is a belief that it 
is easier to deal with few manage- 
ments than with many. We do not be- 
lieve the Federal Reserve Board, by 
freely granting charters to bank hold- 
ing companies, will substantiate what 
we contend is an erroneous opinion. 


It is of no importance whether 
system banking is easier for the su- 
pervisory authorities to administer. 
The issue is the welfare of our people 
and it is inconceivable that a system of 
distant landlordism in banking can 
meet the personal needs of our people 
as well as independent banking has 
done throughout the years. 

Holding company banking stifles 
the individual’s initiative, makes a 
few the leaders of the many. The in- 
dependent unit banking system that 
develops numerous community lead- 
ers is much better. We are now faced 
with the problem of maintaining in- 
dividuality in a corporate society. 


Are we to develop a system where 
blind conformity is the order of the 
day? Banking performs an important 
function in the business life of this 
country. The more leadership is nar- 
rowed in this field, the more destruc- 
tion there is of the individual’s cre- 
ative impulses. Individual creative- 
ness has been a key factor in making 
this a great nation. Destruction of 
this force would be an incalculable 
loss to our country. 
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The vehemence of my friend, 
president of a bank in a neighbor- 
ing state, surprised me. He was 
speaking of his competitor, an- 
other independent in a two-bank 
city of 3,500. 

My friend, Howard M., said of 
the other bank, “They never take a 
chance. Most of their money goes 
into 91 day government bills. The 
interest rate on the ‘governments’ 
looks a lot smaller than what I get 
on loans I make to local business- 
men, but when you consider that 
my competitor has scarcely any 
servicing charges, his net is darn 
near what mine is. 

“But what makes me madder 
than anything is that the other op- 
eration doesn’t contribute any- 
thing to our community.” 

Howard’s concluding sentence, 
summed up, I think, the most 
grievous flaw in the type of bank 
operation of which he was speak- 
ing. It’s one thing to live up to the 
phrase “prudent banker” by care- 
fully investigating all angles and 
weighing all possibilities in a loan 
application. 

But it’s quite another thing to 
try to achieve certainty in a basic- 
ally uncertain world by dealing al- 
most exclusively in “governments.” 

Howard’s complaint brought to 
mind another case I know of in 
which local banks in a number of 
cities shied away from what ulti- 
mately one lender thought looked 
like a good investment. 


Outlook Was Dark 


The case to which I refer in- 
volved a businessman in a good 
northern resort area. He pur- 


chased a grocery store in the area 
some 15 years ago. At the time of 
purchase, the store looked like it 
was heading for bankruptcy. 

This particular businessman was 
an ambitious and smart operator. 


Though his store was in somewhat 
of an off the beaten path location, 


he made it such an attractive place 
to shop that the annual volume 
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went from $37,000 at the time of 
purchase to $160,000 a few years 
ago. 

There were a number of factors 
in this particular success story. 
Most important, I think, was the 
hard-driving grocer himself, who 
coupled a pleasant personality with 
a good business sense. He showed 
his good sense by plowing most of 
his profits back into his operation 
year after year. His modernization 
program made the operation ever 
more efficient and the increased 
efficiency enabled him to offer low- 
er prices. 

A few years ago this grocer be- 
lieved that he had achieved the 
maximum potential of his store. 
About this time he heard that an 
80 acre tract on the outskirts of a 
nearby village was for sale. The 
tract was, in his opinion, the best 
possible business location in the 
immediate area. 


The grocer bought the 80 acres 
for $5,000. Incidentally, he closed 
the deal only a day ahead of the 
interested query of a chain store 
agent for the same tract. 


Bankers Unconvinced 


Though this grocer of excellent 
business reputation thought he had 
a potential gold mine in his new 
site, he could not convince any 
bankers in his area that this was 
the case. 

In the process of applying for 
loans and having his applications 
rejected by a number of banks in © 
the resort area where he operated, 
the grocer became bitter. “Why, I 
serve on area development groups 
with the same bankers who won’t 
give me a loan,” he fumed to me 
one day. “What they say about 
wanting to see this area grow and 
prosper is nothing more than lip 
service.” 

After “shopping” for nearly a 
year, the grocer contacted a lender 
in a large city 250 miles from the 
resort area. This urban lender 
had no interest in the area as such, 
but the grocer’s proposition looked 
good to him. The grocer got the 
loan he needed and is doing very 
well in his new location. Whether 
this turn of events caused any red 
faces among the banking fraterni- 
ty in the grocer’s own area probab- 
ly never will be known. 


A Frame of Mind 


Certainly no banker can lend a 
single penny of the funds in his 
keeping without a belief, based: on 
a thorough investigation, that the 
loan will be repaid. 

But it’s just as certain that a 
banker can lapse into a “91 day 
government bill” frame of mind. 
In weighing a good local business 
risk against the certainty of return 
in the 91 day investment, he may 
decide in favor of the “govern- 
ments” because there’s less chance 
and less work involved. 

A banker who is truly “prudent” 
realizes his role is one of unceas- 
ing service to his own area. He 
will never sidestep his responsibil- 
ity to serve the local business com- 
munity just because the alternative 
is less difficult for him. 








| July 1956 


Page Twenty-seven 














THE MODERN NATIONAL VOICE 


sme. A ditorials 








Which Employer 
Offers More? 


Why would a promising young man having two job 
opportunities, one with a small and the other with a large 
firm, choose to go to work for the larger company? 

This question was considered at length at the recent 
meeting in Chicago of the Bank Management Committee 
of the Independent Bankers Association. 

There is no simple answer to that question, because the 
factors involved would be given different weight by dif- 
ferent individuals. But the consensus at the session was 
that the large corporate employer likely would be chosen 
because of the young man’s belief there was more oppor- 
tunity there. 

But one committee member, William Cleary Jr., presi- 
dent of the Bank of Toccoa, Toccoa, Georgia, pointed out 
that the young man never could become the owner of the 
large firm, while ultimate ownership well could figure in 
his future with the small firm. 

The question of job security also would be a factor 
influencing the young man to choose the larger employer. 
For some hard-to-fathom reason, there is a widespread 
belief that there is more permanence and solidity if one 
gets onto the payroll of a large employer. 

Though this belief is widespread, it certainly is er- 
roneous. Anyone seeking testimony on this point can find 
it by scanning the unemployment lists in the automobile 
centers. Probably the outstanding example of how un- 
stable employment can be, even when one is working for 
a large employer, is Flint, Mich. In that city of some 
198,000, General Motors—Buick, Chevrolet, Fisher Body 
and the AC Spark Plug Division—is the big employer. 

Until auto sales sagged, Flint was booming; today it 
is classified as a “distress area” by the Bureau of Em- 
ployment Security in Washington. The number of un- 
employed in the city is 13,000, or nearly one out of every 
10 workers. 

In a small or large firm, job security is inexorably tied 
to the employer’s prosperity, which in turn depends on 
how many people buy the employer’s goods or services. 

Pointing out this simple truth in advertisements, public 
appearances and to job applicants could help small bank- 
ers, who have run second to large banks in the competi- 
tion for the services of promising young people. 

The idea there is less job opportunity and job security 
in small banks than in large must be dispelled if the 
small banks are to solve their problem of developing new 
leadership. 
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Community Rooms, 


Good Public Relations 


The “community room” idea for banks is catching on 
more every day. We were reminded of that fact when we 
noted that the Cotton Exchange Bank of Kennett, Mis- 
souri, advertised availability of such a room in its new 
bank building. After noting the room could accommodate 
fifty persons and is equipped with speaker’s rostrum, 
movie screen, blackboard, folding chairs and tables, the 
ad urged, “Reserve It for Your Next Meeting. It’s Free.” 

Any bank erecting a new building would do well to 
consider including such a room. Recently, the Wall Street 
Journal carried a roundup story telling of contributions 
by various big corporations to the communities in which 
they operate. 

The community room is a form of contribution that 
can be made by most banks. It’s good business, or merely 
call it good public relations if you will, for a bank to make 
such a contribution. 


Comment on the 


Source of Ideas 


Another example of the change in America brought 
about by the growth and extension of influence of large 
corporations has been furnished by Representative Wright 
Patman of Texas. 

In a recent newsletter, Mr. Patman wrote: 

“During the 1920s and the 1930s, small business was 
the economic seedbed from which a large part of the new 
ideas, methods and inventions arose. In the years from 
1921 to 1938, records of the U.S. Patent Office disclose 
that small business and individuals accounted for all the 
patents issued. 

“But the war and the defense program have changed 
the picture. With the government through the Department 
of Defense handing out billions of dollars in research 
and development contracts to industry, the giant corpora- 
tions have come to dominate the research field. Today, 
sixty per cent of all patents issued go to large corpora- 
tions. 

“It is often said that research teams and big labora- 
tories, which only the giants can afford, are necessary 
for breaking through the frontiers of science. But F. B. 
Jewett, former president of Bell Laboratories, said: ‘. . . 
the chances are ten to one that the fundamental idea will 
come from outside the big laboratories.’ ” 
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THE INDEPENDENT BANKER 


Dedicated to perpetuation of America’s system of 


independent unit banking. 


Each month THE INDEPENDENT BANKER 


goes to 5,200 members of the In- 
dependent Bankers Association and 


more than 600 other subscribers. 





Why don’t 
YOU make 


sure you miss 





To: THE INDEPENDENT BANKER 
Sauk Centre, 
Minnesota 


YES! Send me THE INDEPENDENT BANKER beginning with the next issue. 


none of the Put it on the basis I’m indicating with an X: 

news in this [| Single subscription for one year (12 issues) ............eeeeeees $ 6.00 
vital Group subscription of 3 copies each month for 12 months 
publication. [_] Group subscriptions of 4 or more copies each month for 12 


Just Ail out months are at the rate of only $4.00 each. 


Send me_______copies each month for 12 months ...... $ 
the coupon. 


Name__ 





MY CHECK [] 


1S ATTACHED Position____ 





Slcaemeiane ail 





SEND 
ME THE BILL O [i , Seeemereee = ‘ State 








| | 
| | 
| | 
| | 
| | 
| | 
| | 
| | 
| | 
| | 
| | 
| | 
(at ene £4.90 ctl) ois. ois avis innvasedenteas aie $13.50 . 
| | 
| | 
| | 
| | 
| | 
| ! 
| | 
| | 
| | 
| | 
| | 
5 








FOUR NATIONAL WINDOW POSTING MACHINES 


handle 25,000 savings accounts. 


THESE NATIONAL CLASS 31 ACCOUNTING MACHINES handle the 
posting for 30,000 loan customers and 25,000 charge accounts. 


“Our CZalional Machines 
repay us their cost every 2 years... 


a 50% annual return on our investment!” 
—Indianapolis Morris Plan, Indianapolis, Ind. 


Here’s what the president of this large 
banking, savings, and loan institution 
thinks of his National equipment: 
‘‘We have four National Window 
Posting Machines, one Class 3000, 
and three Class 31 Nationals, one 
Proof and Analysis Machine and 27 
National Adding Machines. 

“Our Nationals are used to handle 
every conceivable type of our savings, 
and loan operations. They take care of 
25,000 passbook accounts, 30,000 loan 
customers, and 25,000 charge ac- 
counts. In addition, our Nationals 
handle all accounts payable, savings 
cycle billing of charge accounts, and 


cycle posting of loans. 

“We have found Nationals fast and 
easy to operate. We estimate that 
our Nationals return their cost in the 
first two years in use, or sooner, 
through reduced operating costs. A 
return of 50% annually is an unusu- 
ally high dividend on any equipment 
investment. Naturally, we are glad 
to recommend Nationals for any 
similar savings, and loan operation.” 

A return of 50% annually is by no 
means unusual for National equip- 
ment. All National machines soon 
pay for themselves out of the time 
and money they save, then continue 


THE NATIONAL CASH REGISTER COMPANY, Dayton 9, Ohio 


989 OFFICES IN 94 COUNTRIES 


HOME OF INDIANAPOLIS MORRIS 
pian, the largest (without 
branches) savings, and loan, 
banking company in the country. 


MR. WILLIAM L. SCHLOSS, President. 


paying savings asextra profit. Letyour 
nearby National representative, a 
trained systemsanalyst, show you how 
Nationals can save money for your 
banking operation. Call him today, 
he’s listed in the yellow pages of your 
phone book. 


#TRADE MARK REG. U.S. PAT. OFF. 
Olona 


ACCOUNTING MACHINES 
ADDING MACHINES » CASH REGISTERS 








